














(This page intentionally left blank)

xviii



FINANCIAL SECTION

XiX



Suite 275
Certified Phoenix, AZ 85012-2086
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Independent Auditors’ Report

To the City Council
City of Apache Junction, Arizona

We have audited the accompanying financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the City of Apache
Junction, Arizona, (the City) as of and for the year ended June 30, 2008, which collectively comprise
the City’s basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the City’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund,
and the aggregate remaining fund information of the City of Apache Junction, Arizona, as of June 30,
2008, and the respective changes in financial position (and cash flows, where applicable,) thereof for
the year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we will also issue our report on our consideration
of the City’s intemal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters ata future date. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Governmental Auditing Standards and shouid be considered in assessing the results of our audit.



The Management’s Discussion and Analysis on pages 3 through 20, the Budgetary Comparison
Schedules on pages 52 through 55, and the Schedule of Agent Retirement Plans’ Funding Progress on
page 56 are not a required part of the basic financial statements, but are supplementary information
required by accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did
not audit the information and express no opinion on it. :

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The accompanying supplementary
information such as the introductory section, statistical section, and the combining and individual fund
statements and schedules listed in the table of contents as Other Supplementary Information are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining and individual fund statements and schedules listed in the table of contents
as Other Supplementary Information have been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in
relation to the basic financial statements taken as a whole. The introductory and statistical sections
have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on them.

In connection with our audit, nothing came to our attention that caused us to believe that the City failed
to use highway user revenue fund monies received by the City pursuant to Arizona Revised Statutes
and any other dedicated state transportation revenues received by the City solely for the authorized
transportation purposes. However, our audit was not directed primarily toward obtaining knowledge of
such compliance.

This report is intended solely for the information and use of the members of the Arizona State
Legislature, City Council and management and is not intended to be and should not be used by anyone
other than these specified parties. However, this report is a matter of public record, and its distribution
is not limited.

Tosto  Chapian, 1C-

December 30, 2008



MANAGEMENT'S DISCUSSION AND ANALYSIS

This subsection of the City’s annual financial report presents our discussion and analysis of the
City’s financial performance during the fiscal year that ended on June 30, 2008. Please read it
in conjunction with the transmittal letter at the front of this report and the City’s financial
statements, which follow this section.

FINANCIAL HIGHLIGHTS

e From a government-wide perspective, the City’s total net assets increased by
$3.647 million during the year. This reflects a $1.507 million increase in the
governmental activities and a $2.140 million increase in the Dbusiness-type
activities.

e Government-wide revenues, however, decreased from $41.828 million to
$40.243 million. Governmental revenues decreased to $35.029 million from
$38.576 million while business-type activities revenues increased to $5.214 million
from $3.252 million.

e Government-wide expenses increased from $32.121 million to $36.596 million.
Included in this was an increase in governmental activities expenses from $29.316
million to $33.522 million while business-type activities expenses increased from
$2.805 million to $3.074 million.

e From a fund perspective, the City's general fund balance decreased by
$1.785 million from $12.154 million to $10.369 million.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Financial section of the Comprehensive Annual Financial Report (CAFR) consists of
four parts: management’s discussion and analysis (this section), the basic financial
statements, required supplementary information, and an optional section that presents
combining statements for nonmajor governmental funds. The basic financial statements
include two kinds of statements that present different views of the City:

e The first two statements are government-wide financial statements that provide both
long-term and short-term information about the City’s overall economic status.

e The remaining statements are fund financial statements that focus on individual parts
of the City government, reporting the City’s operations in more detail and with a
greater emphasis on the City’s financial status than the government-wide statements.

- The governmental funds statements tell how general government services like
public safety were financed in the short-term as well as what remains for
future spending.

- Proprietary fund statements offer short- and long-term financial information
about the activities that the government operates like businesses. The only
proprietary fund consists of the Water Utilities Community Facilities District
which does business as the Apache Junction Water Company. The water
district’s statements are incorporated into those of the City.



The financial statements also include notes that explain some of the information in the financial
statements and generally provide more detailed data. The statements are followed by a section
of required supplementary information that further explains and supports the information in the
financial statements.

Government-wide Statements

The government-wide statements report information about the City as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets
includes all of the government’s assets and liabilities.  Unlike the fund based statements and
schedules found in most of the CAFR, the government-wide statements use an economic
measurement focus. What that means is that all assets, including buildings and infrastructure,
are reported as are all liabilities including debts that do not mature for years.

All of the current year’s revenues and expenses are accounted for in the statement of activities
regardless of when cash is received or paid.

The two government-wide statements report the City’s net assets and how they have changed.
Net assets, the difference between the City’s assets and liabilities, is one way to measure the
City’'s financial health. Over time, increases or decreases in the City’'s net assets are an
indicator of whether its financial health is improving or deteriorating, respectively.

To assess the overall health of the City, it is also necessary to consider additional nonfinancial
factors such as changes in the City’s tax base and the condition of the City’s roads.

The government-wide financial statements of the City are divided into two categories:

o0 Governmental activities - Most of the City’s basic services are included here, such as the
police, public works, and parks departments, and general administration. Transaction
Privilege (most commonly called Sales) taxes and state shared revenues finance most
of these activities.

0 Business-type activities — The only activity in this category is the Water Utilities
Community Facilities District. Although it is a separate legal entity, because of the City’s
ability to exercise control over the District, it is considered to be a blended component
unit. As such, the District’s financial statements are incorporated into those of the City.

Fund Financial Statements

Most of the statements and schedules in the CAFR are Fund Financial statements. Generally
they provide more detailed information and focus on the City’s most significant funds-not the
City as a whole. Funds are accounting devices that the City uses to keep track of specific
financial sources of funding and spending for particular purposes. Funds are accounted for
using a financial measurement focus, contrasted with the economic focus used in the
government-wide statements. Under the financial focus, there is a greater emphasis on current
resources and outlays for more of a short-term focus. The most significant difference is that
long-term debt and capital assets such as buildings and infrastructure are not included in the
fund statements.

o0 Some funds are required by State law such as the Highway User Revenue Fund
(HURF), which is used to account for street monies.



0 The other funds are established to control and manage money for particular purposes
(like the Victims’ Assistance Program which is included in the Grants-in-aid Fund) or to
facilitate the proper use of certain taxes and grants (like the Redevelopment District
which is also included in the Grants-in-aid Fund).

The City has two kinds of funds:

o0 Governmental funds — Most of the City’s basic services are included in governmental
funds, which focus on (1) how cash and other financial assets that can readily be
converted to cash flow in and out, and (2) the balances left at year-end that are available
for spending. Consequently, the governmental funds statements provide a detailed
short-term view that helps determine whether there are more or fewer financial
resources that can be spent in the near future to finance the City’s programs. Because
this information does not encompass the additional long-term focus of the
government-wide statements, additional information is provided on the page following
each governmental funds statement, reconciling and explaining the differences between
the governmental-wide and fund statements.

o0 Proprietary funds — The only activity in this category is the Water Utilities Community
Facilities District (District) also known as the Apache Junction Water Company.

Although the format is different, the City’s enterprise fund (one type of proprietary fund)
is essentially the same as its business-type activities. However, more detail and
additional information, such as a cash flow statement, is provided.

Note that both governmental and proprietary funds mirror the government-wide and
business-type activities, respectively. The principal differences are that in the fund statements,
the City’s activities are subdivided into funds, and capital assets and long-term liabilities are not
included. Also worth noting is that interfund receivables and payables, as well as interfund
transfers, are reflected in the fund statements. However, these offsetting amounts between
funds are eliminated in the government-wide statements.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE
The following table summarizes the Total Assets, Liabilities and Net Assets for the City as of
June 30, 2008, and June 30, 2007. The information is provided in greater detail in the basic

financial statements which follow this analysis.

Table A-1 on the following page summarizes the net assets for the City as a whole.



Table A-1
Net Assets of the City of Apache Junction, Arizona
(in thousands of dollars)
Total
Governmental Activities Business-type Activities Total Percentage
June 30, June 30, June 30, Change
2008 2007 2008 2007 2008 2007 2007-2008
Current and other assets $ 25227 $ 31,280 $ 7,006 $ 339 $ 32,233 $ 34,679 -7.05%
Capital assets 59,224 53,905 9,723 11,355 68,947 65,260 5.65%
Total assets 84,451 85,185 16,729 14,754 101,180 99,939 1.24%
Long-term debt outstanding 8,887 11,038 6,848 7,228 15,735 18,266 -13.86%
Other liabilities 2,468 2,558 1,161 946 3,629 3,504 3.57%
Total liabilities 11,355 13,596 8,009 8,174 19,364 21,770 -11.05%
Net assets

Invested in capital assets,
net of related debt 51,749 44,063 2,214 4,127 53,963 48,190 11.98%
Restricted 159 93 140 144 299 237 26.16%
Unrestricted 21,188 27,433 6,366 2,309 27,554 29,742 -7.36%
Total net assets $ 73,096 $ 71,589 $ 8,720 $ 6,580 $ 81,816 $ 78,169 4.67%

Net Assets

The net assets of the City at June 30, 2008, were $81.816 million compared with $78.169
million as of June 30, 2007. Approximately 66% of net assets, $53.963 million, consists of
capital assets net of related debt. Capital assets includes land, building, improvements,
machinery and equipment and infrastructure, net of depreciation.

It also should be noted that this is the second year in which substantially all infrastructure is
included. Effective with the year ended June 30, 2007, the City completed the transition to full
infrastructure reporting mandated by Government Accounting Standards Statement No. 34
(GASB 34). Up through the year ended June 30, 2002, infrastructure related to governmental
activities had not been reported in the City’s financial statements. Although reports from years
before the year ended June 30, 2007 had not reported infrastructure added prior to the year
ended June 30, 2003, balances have been restated to reflect infrastructure added since 1980.

The part of the infrastructure affected by this reporting change is mostly related to the streets.
Infrastructure, however, has historically been, and continues to be, included in the
business-type activities.

Both the governmental and business-type activities taken as a whole reflect positive net assets.
Each has substantial capital assets. Note that in the net assets category, the capital assets are
offset by long-term debt related to the capital assets.

There are also restrictions on the net assets. As of June 30, 2008, $299 thousand was
restricted, mostly for capital outlay and debt service, $159 thousand in the governmental
activities, and $140 thousand in the business-type activities.

One of the best ways of determining if the financial position improved or deteriorated is to note
the change in the unrestricted net assets. The unrestricted net assets decreased by



$6.245 million in the governmental activities, but increased by $4.057 million in the
business-type activities for a net decrease of $2.188 million.

In addition to the components of net assets, there are significant changes in the year-to-year
amounts shown in Table A-1 The most substantial changes are in the governmental activities
as follows:

1) Current and other assets decreased by $6.053 million ($25.227 million less
$31.280 million).

2) Capital assets increased by $5.319 million ($59.224 million less $53.905 million).
Additional detail can be found in Note 3 on pages 39 and 40 in the notes to the financial
statements.

The two items listed above are interrelated; the current assets were expended for construction
of the capital assets.

Compared with the governmental activities, the business-type activities make up a
comparatively small portion of, and do not greatly affect, the entity-wide analysis. The most
significant transaction was a one-time event, the sale of land valued approximately $1.506
million for $3.3 million, thereby increasing the current assets and reducing capital assets.

Additional analysis can be found in the Comprehensive Annual Financial Report of the
component unit that makes up the business-type activities, the Water Utilities Community
Facilities District.

Changes In Net Assets

Table A-2 on the following page summarizes the changes in net assets for the City during the
fiscal year.

During the fiscal year ended June 30, 2008, the total net assets increased by approximately
$3.647 million, consisting of increases of $1.507 million in the governmental activities and
$2.140 million in the business-type activities. The combined increase, $3.647 million, was,
however, 62.43% less than the prior year’s increase of $9.707 million. The prior year’s increase
was made up of a $9.260 million increase in the governmental activities and a $447 thousand
increase in the business-type activities.



Table A-2
Changes in Net Assets of the City of Apache Junction, Arizona
(in thousands of dollars)
Total
Governmental Activities ~ Business-type Activities Total Percentage
Year Ended June 30, Year Ended June 30, Year Ended June 30, Change
2008 2007 2008 2007 2008 2007 2007-2008
Revenues

Program Revenues
Charges for services $ 2395 $ 5133 $ 3,251 $ 3,156 $ 5646 $ 8,289 -31.89%
Operating grants and contributions 6,952 7,390 6,952 7,390 -5.93%
Capital grants and contributions 875 985 875 985 -11.17%

General Revenues
Sales taxes 12,169 12,439 12,169 12,439 -2.17%
State shared sales taxes 3,131 3,238 3,131 3,238 -3.30%
Urban revenue sharing 4,794 3,868 4,794 3,868 23.94%
State shared vehicle license tax 2,302 2,127 2,302 2,127 8.23%
Other taxes 373 578 373 578 -35.47%
Earnings on investments 844 1,115 169 96 1,013 1,211 -16.35%
Miscellaneous 1,194 1,703 1,794 2,988 1,703 75.46%
Total revenues 35,029 38,576 5,214 3,252 40,243 41,828 -3.79%

Expenses

General government 6,609 5,776 6,609 5,776 14.42%
Public safety 9,722 8,303 9,722 8,303 17.09%
Public works 8,347 6,855 2,742 2,455 11,089 9,310 19.11%
Development services 1,535 1,740 1,535 1,740 -11.78%
Culture and recreation 6,898 6,424 6,898 6,424 7.38%
Interest on long-term debt 411 218 332 350 743 568 30.81%
Total expenses 33,522 29,316 3,074 2,805 36,596 32,121 13.93%
Change in net assets 1,507 9,260 2,140 447 3,647 9,707 -62.43%
Net assets - beginning of year 71,589 62,329 6,580 6,133 78,169 68,462 14.18%
Net assets - end of year $ 73096 $ 71589 $ 8,720 $ 6,580 $ 81816 $ 78,169 4.67%

Based upon the changes in total net assets, as summarized in Tables A-1 and A-2, it is
reasonable to conclude that the City’s economic position improved. Albeit to a somewhat lesser
extent, the financial position is more closely reflected in the unrestricted net assets as shown in
Table A-1. As stated on page 4, the economic focus includes capital assets and long-term
liabilities, whereas the financial focus does not. The total net assets for the City as a whole
increased, although the unrestricted net assets for the governmental activities decreased. The
major factor behind this, however, was the liquidation of bond proceeds and other cash assets
used to fund capital projects, the most significant of which was the library expansion.

What follows is a discussion of significant items and year-to-year changes in Table A-2.



Governmental Activities

Program Revenues - Program revenues consist of charges levied against specific individuals to
defray the cost of services provided. Notable items include business licenses, planning and
zoning fees, and fines. Grants and contributions are also included in program revenues.

Charges for Services — Charges for services include building permits and fees, court fines,
business licenses and recreation fees. Charges for services decreased by $2.738 million,
mostly due to a decrease in development fees. A new development fee schedule went into
effect on June 19, 2007. Many builders and developers paid prior to that date in order to avoid
paying the new rates. The decrease attributable to development fees was $2.728 million,
accounting for virtually all of the change in this category.

Operating Grants and Contributions — The largest components of this revenue source are state
and county shared intergovernmental revenues dedicated for street and road construction and
maintenance. These include the Highway User Revenue Fund distributions which include not
only the gasoline tax, but other fees and assessments distributed to the cities and counties. In
the year ended June 30, 2008, this amount increased slightly from $3.285 million in the prior
year to $3.375 million.

Another shared revenue, which is also reflected in the Highway User Revenue Fund, is the
Pinal County half-cent sales tax. This accounts for $3.134 million in the year ended
June 30, 2008, and $3.365 million in the year ended June 30, 2007. The decrease reflects the
economic downturn.

The other state shared revenue included is the proceeds from the Local Transportation
Assistance Fund. This is revenue shared from lottery ticket sales and dedicated to
transportation programs. The respective amounts for the years ended June 30, 2008 and 2007
were $221 thousand and $264 thousand. The major factor behind the decrease was a
reduction in the distribution of LTAF Il (VLT) funds.

In addition to the state shared revenues, operating grants and contributions included other state
and federal grants which, while they can be renewed, are oftentimes not of an ongoing nature.

In all, operating grants and contributions decreased by $438 thousand, the largest component
of which was the decrease in the Pinal County half-cent sales tax.

Capital Grants and Contributions — Capital grants and contributions are the smallest of the
program revenues compared with charges for services and operating grants and contributions.
Capital grants were $875 thousand in the year ended June 30, 2008 down from $985 in the
prior year, a decrease of $110 thousand. The major decrease resulted from the completion of
CDBG grants which had been used for the implementation of the 800 MHz communication
system in the Public Safety Department in previous years.

General Revenues - The largest single source of revenue and the city’s primary own-source
revenue is the Transaction Privilege Tax (commonly called the Sales Tax). The amount
decreased $270 thousand dollars, a decrease of 2.17%. This is down from the 6.65% increase
reported in the previous year. Two main reasons are the slowing of the economy and the
addition of a new shopping center located about a mile outside the City limits. Although difficult
to quantify, it is believed that there has been significant sales tax leakage since the center
opened in January, 2007. Additional information on this revenue source can be found in
schedules B-1 and B-2, on pages 74-75 of the statistical section.




The most important unrestricted intergovernmental revenues are the state shared sales taxes
and urban revenue sharing. The state shared sales taxes decreased incrementally by $107
thousand ($3.131 million in FY08 compared with $3.238 million in the prior year) reflecting a
decrease in sales tax collections on a state-wide basis. Conversely, urban revenue sharing,
which is a distribution of 15% of the state income taxes among the cities, increased by
$926 thousand. It is important to note that the urban revenue sharing is a lagging indicator
based on collections from two years ago, whereas the state shared sales tax is based upon
current collections. The increase in the urban revenue sharing does not yet reflect the
slowdown in statewide revenues reflecting the economic downturn.

Earnings on investments — The investment base on which interest is paid decreased. Staff
estimates the average decrease in the investment base to have approximated $700 thousand.
Also contributing to the decrease is a decline in interest yields. An estimate compiled from
information on the State Treasurer's Local Government Investment Pool (LGIP) website,
http://www.aztreasury.gov/LGIP/lgipYieldRates90 current.ntml, shows that the average yield
declined from about 5% to 3.5%.

Miscellaneous — The major factor behind the decrease in miscellaneous revenues is a
nonrecurring transaction that occurred in the prior year in the Grants-In Aid fund.

Expenses

Overall, expenses increased because of personnel related costs. The City has implemented a
step plan which increases City-wide salaries each year. Other major factors contributing to the
changes were as follows:

There were two noteworthy items in general government:
1) Acquisition of the Kronos Timekeeping software and consultants for its implementation.

2) Afull year of complete staffing for the Economic Development Department; the Director
came aboard in February 2007 and the Business Advocate in May of that year.

The main reason for the increase in Public Safety was an increase of almost $1 million in
salaries and wages alone, without taking into account benefits. Benefits on the payroll
increased at an even higher rate, due to an increase in Public Safety Retirement contributions.
These increases were the result of efforts to reduce turnover and to maintain competitive salary
levels for officers compared with other competing police departments.

Public Works expenditures also reflected a chargeback of $116 thousand for HURF personnel
and equipment used in the City cleanup in the current year contributing to the increase over the
prior year. There were also significant outlays for non-capitalized street maintenance.

Development Services decreased from $1.740 million to $1.535 million. The department had
retirements and turnover and some of the positions were not filled.

Culture and Recreation increased principally because of costs associated with the Library
expansion that were not capitalized.

Interest on long-term debt decreased with the principal having been reduced by the payment in
the prior year; less interest accrued on the lower principal balance. This was especially affected
by the fact that the public works portion of the 1998 Series A bonds were paid off on
July 1, 2007.
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Business-Type Activities

Program revenues consist of water sales and related service charges to customers of the
District. In the year ended June 30, 2008, total operating revenues increased marginally to
$3.251 million from $3.156 million. In addition to metered sales, amounts include standpipe
charges and establishment charges.

Also included in program revenues are Capital Facilities Fees in the amount of $176 thousand
in FY08, down from $195 in the prior year. Capital Facilities Fees consist of one-time fees which
are held and designated by the District for additional water sources and infrastructure.

Overall, program revenues increased by approximately $95 thousand, the main source of which
was the estimated effect of a rate increase that took effect five months into the prior year. This
accounts for was $77 thousand of the increase.

Expenses for the year ended June 30, 2008, include administrative costs of $665 thousand, and
plant (production and distribution) costs of $1.393 million. This compares to $552 thousand in
administration and $1.107 million in plant for the prior year. Depreciation and safe yield account
for the remainder.

Earnings on investment revenue increased as the District primarily due to additional earnings on
the land sale.

The gain on sale of 16.2 acres was the most significant transaction for the District. Sales
proceeds totaled $3.3 million which after netting out of the cost basis of $1.506 million resulted
in a gain of $1.494 million. This is included in miscellaneous revenues in Table A-2.

There is more in-depth discussion of the business-type activities on pages 14 and 15.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As previously mentioned, the City also uses fund accounting. The fund statements generally
provide greater detail, and the City activity is subdivided into funds. Fund accounting is what
has traditionally been used in the City’s financial statements.

The following tables and analyses pertain to the City’s major funds that have ongoing programs,
the General Fund the Highway User Revenue Fund, and the proprietary fund.
GENERAL FUND

The General Fund is where most discretionary, or unrestricted, revenues and expenditures are
reported. Table B-1 on the following page shows the General Fund activity.

The fund equity of the General Fund decreased by $1.785 million compared with the prior year’s
increase of $1.963 million. Revenues increased substantially less than did expenditures.
Although revenues increased by $428 thousand this was offset by an expenditure increase of
$4.487 million.

As far as revenues are concerned, the only significant changes were in taxes,

intergovernmental revenue, and interest income. All were covered in the discussion of the
government-wide statements.
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Table B-1
Comparative Revenues and Expenditures of the General Fund of the
City of Apache Junction, Arizona
(in thousands of dollars)

Year Ended Increase (Decrease)
June 30, 2008 June 30, 2007 Amount Percentage
Revenues

Taxes $ 12542 $ 13,017 $ (475) -3.65%
Licenses and permits 908 858 50 5.83%
Intergovernmental revenue 10,227 9,234 993 10.75%
Charges for service 692 724 (32) -4.42%
Fines and forfeitures 378 404 (26) -6.44%
Interest income 420 573 (153) -26.70%
Miscellaneous 782 711 71 9.99%
Total revenues 25,949 25,521 428 1.68%

Expenditures

Current
General government 6,664 5,586 1,078 19.30%
Public safety 9,760 8,008 1,752 21.88%
Public works 1,137 1,001 136 13.59%
Development services 1,464 1,458 6 0.41%
Culture and recreation 7,060 5,760 1,300 22.57%
Debt service 1,345 1,130 215 19.03%
Total expenditures 27,430 22,943 4,487 19.56%
Excess of revenues over (under)

expenditures (1,481) 2,578 (4,059) -157.45%

Other Financing Sources (Uses)
Transfers out (304) (615) 311 -50.57%
Net changes in fund balance (1,785) 1,963 (3,748) -190.93%
Fund balance - beginning of year 12,154 10,191 1,963 19.26%
Fund balance - end of year $ 10,369 $ 12,154 $  (1,785) -14.69%

With respect to expenditures, the major factors cited in the government-wide analysis are
reflected in the funds. However, with respect to general government, other items included
construction costs for the Library Expansion not covered by development fees or bond
proceeds. This also serves to illustrate the difference between the economic and financial
measurement focuses described earlier.

Capital projects and related costs were the principal reasons for the increase in Culture an
Recreation. Part of the funding of the Library expansion and park improvements, primarily at
the Rodeo Grounds contributed to the increases.

Partially because of the aggressive capital outlays, but primarily because base expenditures
increased at a greater rate than revenues, the General Fund financial position deteriorated.
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HIGHWAY USER REVENUE FUND

Table B-2 below summarizes the activity of the Highway User Revenue Fund (HURF) for the
years ended June 30, 2008, and 2007.

Table B-2
Comparative Revenues and Expenditures of the Highway User Revenue Fund of the
City of Apache Junction, Arizona
(in thousands of dollars)

Year Ended Increase (Decrease)
June 30, 2008 June 30, 2007 Amount Percentage
Revenues
Highway User Revenue Fund
state distributions $ 3375 % 3,285 $ 90 2.74%
Pinal County 1/2 cent sales tax 3,134 3,365 (231) -6.86%
Other intergovernmental rev. 198 198 N/A
Interest income 101 194 (93) -47.94%
Miscellaneous 284 437 (153) -35.01%
Total revenues 7,092 7,281 (189) -2.60%

Expenditures

Public works 6,901 6,734 167 2.48%
Culture and recreation 11 11 N/A
Total expenditures 6,912 6,734 178 2.64%
Excess of revenues over
expenditures 180 547 (367) -67.09%
Other Financing Sources (Uses)
Transfers out - (419) 419 -100.00%
Net change in fund balance 180 128 52 40.63%
Fund balance - beginning of year 3,759 3,631 128 3.53%
Fund balance - end of year $ 3,939 $ 3,759 $ 180 4.79%

Note that the intergovernmental revenues are broken out into their components because there
are two ongoing line items, each of which shows in excess of $1 million in revenue. The Pinal
County sales tax decreased, which is consistent with statewide declines in the sales taxes
reflecting the economic decline.

The increase in expenditures resulted from an increase in street construction projects and
repairs, most notably the widening of Delaware Drive south of Apache Tralil.

The prior year transfers were to the debt service fund for payments on the HURF portion of the

1998 Series A Bonds. The current year reflected no debt service payments because the portion
of the bond issue attributable to the HURF was paid off on July 1, 2007.
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